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An X-ray of the Mortgage Industry in Nigeria
Mr. Fortune Ebie*
:

I.

Introduction

Shelter is one of the three basic needs of Man. The availability and non-availability of
shelter affects the psyche of the people and the economy of any nation. The
construction and distribution of affordable housing thus becomes critical in economic
development. Consequently, mortgage industry, involving actual construction of
houses, ownership, financing and legal transfers of ownership rights has become a
very important activity in the economic development of any nation. Indeed, housing
statistics, especially house prices and mortgage rates have become leading economic
indicators in developed countries and emerging markets. The ratio of residential
mortgage to GDP ranges from 30.0 per cent in emerging markets to 50.0 per cent in
developed economies. Similarly, residential mortgage loan to.total bank loan portfolio
stands at more than 50.0 per cent in the developed world. Residential home ownership
is put at 75.0 per cent in the USA while 40.0 per cent of the US national debt is in
mortgage backed securities. Furthermore, in countries with high home ownership
through mortgage; housing represents up to 45.0 per cent of the National Wealth. In
such advanced societies, real estate service/finance and residential housing
construction account for about 10.0 of the total national employment. However, the
statistics for Nigeria, where they are available, are abysmally disappointing.
Consequently, there is need to examine the mortgage industry in order to identify its
pitfalls and map out the strategies needed, especially as the country strive to meet the
Millennium Development Goals (MDGs). This paper is an attempt to x-ray the mortgage
industry in Nigeria with a view to identifying the issues, challenges and prospects. The
rest of the paper is divided into five sections. The overview of housing industry in
Nigeria is the focus of section 2 while section 3 reviews the structure of the mortgage
industry. Section 4 focuses on the regulatory/institutional framework for mortgage
financing in Nigeria. The x-ray of mortgage industry is undertaken in section 5 while
section 6 concludes the paper.
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The Central Bank of Nigeria [CBN)
The Bankers' Committee, in resp ect of funds from the Small and
Medium Industry Equity Investment Scheme [SMIEIS)
Federal Ministry of Industry [FM!)
Federal Mortgage Bank of Nigeria [FMBN]
Small and Medium Enterprises Development Agency of Nigeria
[SMEDAN)
Nigerian Building and Road Research Institute [NBRRl]
Standards Organization of Nigeria [SON)
Mortgage Banking Association of igcria [MBAN]
Real Estate Developers Association of Nigeria [REDAN]
National Association of Small Scale Industrialists [NASSI]
National Association of Small and Medium Enterprises [NASME]
All the Professional Bodies in the Housing Sector, among others.

The objectives of the interactive sessions included among others, the sensitization of
the s takeholders on their new roles in the promotion of Small and Medium Industries
in the building materials sub sector; and the desirability for stakeholders to link up to
network the Presidential Technical Committee was building in the entire process of
mass housing provision. This arrangement will guarantee that Real Estate Developers
obtain estate d evelopment loans from FMBN, buy building materials produced by
Small and Medium Industrialists to construct houses which are sold on mortgage loan
to Nigerians. This, however, presupposes that the quality of the building products
must meet the standard set by the Standards Organization of Nigeria [SON].
Following the request from the Presidential Technical Committee [PTC], the CBN
Governor inaugurated on 22nd August, 2003, a joint committee with membership
drawn from the PTC, Bankers' Committee, CBN, SMEDAN, Federal Ministry of Industry
and NBRRI to explore ways in which the SMis in the building m aterials sub sector could
access SMIEIS fund to support their operations.
Major issues that emerged from the joint committee's deliberations include the
following:
(i)

Perceived impediments to the utilization of the SMIEIS fund arising
from:
•
Non-availability of inves tible projects.
•
Unattractive nature of some projects.
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•
(ii)

Non-availability of acceptable business plan to provide a road
map for the future of the project.
The need to identify, mobilize and sensitize promoters of SMis in the
building materials sub-sector to the opportunities and benefits
offered by SMIEIS.

To address the issue of perceived impediments, the Joint Committee produced a
sample of standard business plan titled: "Typical Profile as Guide to Business Plan
Preparation", which the Bankers' Committee adjudged as satisfactory and to be used
as a model by SMI promoters seeking access to SMIEIS fund.
Annex 1 to this paper is an information brochure titled "Promoting appropriate
strategy for large scale domestic production of building materials and components for
mass housing delivery" prepared by the Presidential Technical Committee on Urban
Development and Housing in collaboration with the Federal Mortgage Bank of Nigeria
[FMBN). CBN made very important and significant input in the preparation of this
document. At a point, it was thought that it would be a blue-print for the Bankers'
Committee. Building Materials Producers Association of Nigeria [BUMPAN] was
formed with the objectives to identify, mobilize and sensitize small and medium
domestic producers of building materials and components to the challenges and
economic potentials that the current housing policy offers. Therefore, it is expected
that this Association would lay a solid foundation for the development of a robust,
effective and economically viable small and medium scale industries for the
production of building materials and, thus, affordable target priced houses would be
within the reach of contributors to the National Housing Trust Fund.
Real Estate Developers
In the 2002 Housing and Urban Development Policy, the private sector is the engine for

the development and delivery of mass housing. The building materials produced on a
large scale have to be utilized for the production of houses. The major role of
Government is to ensure the creation of an ecology in which housing development
shall be private sector driven in a free and competitive market economy. The private
sector is defined and comprises: "The organizations [banking and non-banking
financial intermediaries, industrial and commercial organizations] or individuals
committing their resources to satisfy housing needs of this country with a view to
making profit in accordance with the laid down policies and regulations".
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Mass Housing cannot be achieved through the contracting out of construction of
houses by agencies since such contract awards are based on overpriced and inflated
bills of quantity. About 80 per cent of the plethora of those who parade and label
themselves as contractors lack knowledge in basic construction techniques. The
situation calls for the finding of a new tool for Mass Housing Development. Mass
Housing is achievable by managing in a colJective and co-operative way the
entrepreneurial spirit and skill of developers. A developer is not necessarily a
contractor and/ or someone with qualifications in the professions more commonly
associated with the construction industry.
An estate developer is an entrepreneur; a risk bearer; engaged in the business of

efficiently investing his resources in the development and provision of housing, in
anticipation of demands, for expected profitable returns on his investments. The
organizations which can be said to be analogous to Developers, but which are in the
Public Sector are the State Housing Corporations. As private developers had not
played any significant roles in housing delivery in Nigeria, they [developers] had to be
midwifed and delivered healthy.
The Real Estate Developers Association of Nigeria (REDAN) was launched on 9'h May,
2002, with the objective. of leveraging national development through the provision of
real properties and services at the lowest cost of acquisition, ownership and use.
1n doing this, the Association will encourage investment in alJ types of properties, such
as housing, commercial and industrial estates. However, REDAN will pay special

attention to home ownership and properties targeted at meeting critical housing
needs of the various segments of our society. To financially mobilize REDAN
members, the FMBN opened a financial window for the grant of estate development
loans to developers effective from April, 2002. The loan which is for a period of 24
months is at 10 per cent interest for the production of target priced houses.
Mortgage Banking Association of Nigeria
The Mortgage Institutions Act, 1989 ushered in the formation and registration of the

Mortgage Banking Association of Nigeria [MBAN). MBAN is an umbrella organization
that brings together all Primary Mortgage Institutions [PMis] to effectively organize
their activities in order to promote the growth of the mortgage indus try in Nigeria. For
mass housing production to translate into home ownership through mortgage for
majority of Nigerians, the existence of functionally viable PMis that will develop robust
mortgage finance system is required. PMis duly certified by the CBN after licensing
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and accredited by the FMBN can access the National Housing Fund and raise finance
for mortgagors.
The National Mass Housing Mortgage

Market

The National Mass Housing Mortgage Market would evolve from the networking of the
foursome ofBUMPA , REDAN, MEAN and FMBN together with the services provided b y
other key stakeholders in both the private and public sectors. The scenario goes thus:
(i)

(ii)
(iii)

(iv)

Small and Medium Industrialists [SM!] members of BUMPAN, produce

local building materials and components probably developed by
NBRRI. It is to be admitted that this is futuristic as BUMPAN is yet to
be sufficiently organized for its members to commence large scale
production of building materials.
For the production of these materials, SMl shall have access to SMIEIS
fund.
The building materials components are duly certified by SON
[Standard Organization of Nigeria.
The Real Estate Developers who must be REDAN members go to SMJs,
whose production have been certified by SON and procure building
materials and components.

In this way, there is a guaranteed market for SMis to continue production and a steady
and uninterrupted supply of building materials to developers.

(v)

A Real Estate Developer [member of REDAN] using preferably NBRRI
technologies or any other construction method obtains a loan [Funded
through NHF contributions or secondary market transaction] from
FMBN for the development of a housing estate.
(vi)
The houses are sold by PMI[s] designated by the developer through a
mortgage loan arrangement from FMBN and where funding is from
NI-li, such houses are sold to contributors to the NHF only. This
arrangement guarantees a market for both FMBN and the Real Estate
Developer who quickly recoups his investment and goes on to develop
more estates.
(vii)
The mortgagors continue with their repayments to the PMI[s] and the
PMI[s] repay the loan to FMBN.
With the introduction of the above approach since 2003 by the Presidential Technical
Committee on Urban Development and Housing, modest success has been achieved in
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the funding of developers and accessing of National Housing Fund by PMis. As at
2005, 30 housing estates of various sizes across the country are being financed by
FMBN with NHF monies to produce houses for sale to NHF contributors through PMI[s].
As at July 2005, the total loans approved for both PMI[s] and Estate Developers stood
at N26.84 billion, made up as follows:
•
•

N7.04 billion for PMis; and
Nl 9.80 billion for Estate Developers and a total of Nl0.6 billion has
been disbursed, as follows: N3.3 billion for on-lending to 5,250
beneficiary-mortgagors, N7.3 billion to Estate Developers for the
construction of 11,216 housing units to be sold to NHF contributors
through and by PMis for the developers.

For this scenario to work flawlessly, the following are necessary:
0
SMis are encouraged to enlist with BUMPAN for access to SMIEIS;
expertise and National Building Market.
0
Real Estate Developers are encouraged to join REDAN to facilitate
access to NBRRI technology; FMBN loans, etc.
PMis are to become members of MBAN to enable them have access to
the mass houses as developed and funds from FMBN.
0
The Federal Ministry of Housing and Urban Development shall be a
motivator, originator, mentor, co-ordinator, supervisor and regulator
of BUMPAN and REDAN and with the ultimate goal of
professionalizing them , RED AN in particular.
0
The role of the CBN in supervising these processes is critical.

IV.

Regulatory/ Institutional Framework

In recognition of the need to put a framework in place to tackle the housing needs of

Nigeria, the government took initiatives to enact laws to facilitate the growth of the
mortgage industry. The most relevant laws which drive the mortgage industry in the
country are:
ri

0

ri
0

The Federal Mortgage Bank of Nigeria Act, 1977, as amendment by the
1993 Act
The Mortgage Institutions Act, 1989
The National Housing Fund Act, 1992
Banks and Other Financial Institutions Act, 1991 with amendments
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1997, 1998, 1999 and 2002 and;
The Central Bank of Nigeria Act
Consequently, the relevant institutions in the industry including the FMBN, PMis and
the National Housing Fund were set up under these laws.
Federal Mortgage Bank of Nigeria [FMBN]

The Federal Mortgage Bank Act, 1977 which established the FMBN vested its
supervision and superintendence in the then Federal Ministry of Works and Housing.
This anomaly was partially corrected 20 years after when in 1997 the regulatory and
supervisory role of the PMI[s] was transferred from the FMBN to CBN. Even now, the
Federal Ministry of Housing and Urban Development still retains FMBN as one of its
parastatals and continues to supervise its role in the matter of NHF. Despite the new
role of CBN vis-a-vis FMBN, one wond ers why FMBN, which is a bank within the legal
definition was placed under the superintendence of the then Federal Ministry of Works
and Housing which did not have expertise in housing finance and mortgage banking.
The relevant question is why was FMBN not placed under CBN right from 1977?
The 1977 Act empowered the FMBN with an apex function of licensing and supervising
Primary Mortgage Institutions. It could not act because the Mortgage Institutions Act
was enacted in 1989. The licen sing of primary mortgage institution actually
commenced at about 1990, 13 years after the vesting of authority in the FMBN. In
1977 and even as at date, the FMBN has neither the expertise nor the experience to
effectively and efficiently license and supervise PMI[s]. In spite of this, by endDecember 1996, the FMBN had licensed 297 mortgage institutions. While the mode of
the implementation of National Housing Fund was still being perfected, 132 out of the
297 licensed mortgage institutions had become distressed and went out of business.
This situation eroded the confidence in primary mortgage institutions up till today.
Therefore, the decision to transfer the licensing and supervision of PMI[s] to CBN was
apt. The view which is still being held by some "that the supervision of primary
mortgage institutions [PMls] be reverted to the FMBN as the apex institution in the
housing finance sector, due to its technical supervisory capacity and the need to
package and supervise PMI(s] to fully participate in MBS market" is ill-conceived,
misplaced, and untenable. This action could undermine and erode the confidence in
mortgage banks and is an invitation to chaos in the mortgage industry.
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Functions and Powers of FMBN

The following are the provision of the Federal Mortgage Bank Act, 1993, with regard to
the function and powers ofFMBN:
"5( l )The functions of Mortgage bank shall be to:
(a)
provide long-term credit facili ties to mortgage institutions in Nigeria
at such rates and such terms as may be determined by the Board in
accordance with the policy directed by the Federal Government, being
rules and terms designed to enable the mortgage institutions to grant
comparable facilities to Nigerian individuals desiring to acquire
houses of their own;
(b)
license and encourage the emergence and growth of the required
number of viable secondary mortgage institutions to service the need
of housing delivery in all parts of Nigeria;
(c)
encourage and promote the development of mortgage institutions at
the rural, local, state and federal levels;
(d)
supervise and control the activities of mortgage institutions in
Nigeria;
(e)
collect, manage and administer the National Housing Fund in
accordance with the provisions of the National Housing Fund Act,
1992;

(0

do anything and enter into any transaction which in the opinion of the
Board is necessary to ensure the proper performance of its functions
under this Act"

"6(1)

Without prejudice to the generality of Section 5 of this Decree, -the
mortgage banks shall have powers to:
accept deposits and savings from mortgage institutions and other
institutional depositors;
issue its own securities, including debentures and bonds under
Federal Government guarantees and issue promissory notes and
other bills of exchange for the purpose of raising funds from financial
institutions;
establish a sinking fund for the redemption of securities by the
Mortgage Bank and provide for contributions by it to the sinking fund;
carry out research aimed at improving housing patterns and
standards in both urban and rural areas of Nigeria;
carry out research and mortgage finance activities and the building
construction industry in Nigeria;

(a)
(b)

(c)
(d)
(e)
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organize and operate, in collaboration with reputable insurance
companies, a mortgage protection system designed to guarantee
Uquidity to mortgage institutions as well as afford them the
opportunity of having Uber al premium term; and
do anything and enter into any transaction which in its opinion is
necessary to ensure the proper performance of its functions under
this Decree".

Of the sL'< functions detailed above, 5[ l][aj to [fl, the FMBN attempted to perform only
two functions with disastrous outcome, leaving unperformed since 1977, the most
important and critical functions which would have led to the birth and growth of other
Secondary Mortgage Institutions and the development of a viable and stable mortgage
industry. The Bank concentrated only on section 5 (1) (d) and 5(1) (e).
From 1989 [PMI Act] and 1992 [NHF Act] up till 1997 i.e. 8 years and 5 years,
respectively, no PMI was able to access the National Housing Fund and no contributors
benefited. Labour began to agitate against the establishment of the Fund. On
25/ 07/ 1997, the Cooperative Savings & Loans Limited, became the first mortgage
institution in the country to access the fund having been granted Nl.23million for onlending to seven(?) contributors to the NHF. During this period, there was a general
discontent with the FMBN arising from the way it operated the NHF. The general
assessment of stakeholders was that even in the execution of the easiest of its
functions, the performance of the FMBN was abysmally low. This very poor
performance created a wide credibility gap that seriously affected the PMJ[s] which are
the primary/base constituency of FMBN and tinted adversely the perception of PMI[s]
by the public. It also undermined the steady growth and development of the mortgage
industry in Nigeria.
The FMBN faired even worse. in the exercise of the powers conferred on it by Section
6[l](a) to [g]. Of al] the ?[seven] powers vested in FMBN by Section 6[1] since 1977 [28
years ago) it exercised none. What was responsible for this intolerable inertia? If the
FMBN had the understanding and initiative and if it was alive to its responsibility in
e.'<ercising the powers conferred on it by law, the landscape of the mortgage industry in
Nigeria would have been different and for the best. Consequent upon the dismal
performance, the FMBN was restructured while FMFL was liquidated.
One of the principal benefits now being derived from the restructuring of the FMBN is
the floating of the NlO0 billion bond of the FMBN. Since 1977, the FMBN had had
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powers to float bonds in the capital market and raise funds. It has not been able to do
this for several reasons including legal provisions that did not allow it to act as well as
regulations which do not contribute positively to the growth of a developing economy.
The sale of Federal Government properties in Abuja offered a most unexpected
fortuitous circumstance for the floating of the Nl 00 billion Bond.
To overcome the numerous legal hurdles in the floatation of the bond, some
concessions had to be made by executive fiat. Commitment for subscription to the
bond exceeded all expectations. If the dynamics of bond issuance is to be maintained
then the terms already approved by Government for the Nl00 billion bond among
other relevant provisions have to be legislated into law. Such a law should be of
universal application for both the private and public sector issues for mortgage
transactions. Current Government policy is partnership with the private sector.
Therefore, the concessions being granted to FMBN for the bonds issue should be
enjoyed fully by the private sector.
Mortgage Institutions Act 1989 and Primary Mortgage Institutions
Decree 7 of 1977 created FMBN as an apex Institution to promote the establishment
and supervision of the activities of Primary Mortgage Institutions. However, the legal
requirements for this were not put in place by way of a Mortgage Institutions Act.
Curiously, the Mortgage Institutions Act was enacted in 1989, 13 years after FMBN was
authorized to supervise the activities of institutions that had not been authorized to
exist by Law.

By placing the cart of supervision [establishment of FMBN] before the horse of the
institutions to be supervised, the first seed of failure of the organizations was sown.
The two laws should have been passed simultaneously. Therefore, from 1977 to 1989,
FMBN combined the functions of a primary mortgage institution with that of
secondary mortgage institution even though the law did not authorize it from 1977
and still does not authorize it to carry out primary mortgage function.
The implication of the Mortgage Institutions Act, 1989, is that it formally recognized
the two-tier system of housing finance that private sector institutions should handle
primary [retail] mortgage functions and the FMBN to operate essentially as a
secondary mortgage [wholesale] institution as well as an Apex and regulatory body to
PMI[s]. The primary mortgage functions performed by FMBN were by 1989 to be
transferred to Federal Mortgage Finance Limited [FMFL]. Rather than concentrate on
secondary mortgage transactions, FMBN opted for the softer option of primary [retail]
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mortgage, and for five years [1 989-19941, held tenaciously to same in djsregard of the
1989 Act, as FMFL was never established. lt was not until 199-l that FMFL emerged in
what was regarded as "deconsolidation" of FMBN into two organizations [FMBN and
FMFL) with complementary functions.
The Mortgage institutions Act, 1989 ushered in a plethora of mortgage banks. The era
from 1996 to 1998 can be described as the era of "Mortgage Bankers". Every building
became a mortgage bank, every flashy car had the inscription "mortgage bankers" on it
and every well dressed smart operator became a mortgage banker. It was the in-thing
to be a mortgage banker. This was possible because of the low initial capital
requirement of NS million. Therefore, those who could not afford the then high
capitalization required for the floating of commercial banks rushed into establishing
mortgage banks. During this period, many of the Primary Mortgage Institutions were
affected by the ilistress that swept through this sector of the economy in the early
nineties. Understandably, many of the PMI[s] were engaged in activities other than
mortgage bankjng. The Mortgage Banking Association of Nigeria existed only in name.
The FMBN, while not ignoring the PMis and MBAN looked upon them with benign
neglect and heaped all blames for non-disbursement and non-performance on the
PMis.
Overall, the attitude of the FMBN and its perception of the PMis remains as stated in
paragraph 6.l(b),page 18 ofFMB 5-yearlmplementation Report and viz :
"Given their nascent state and the circumstances of the financial market, and because
they are crucial to the ultimate effectiveness of the loan disbursement programme, the
PMis as intermeiliate lenders are likely to continue to require a significant level of
techrucal assistance (as well as a close monitoring of their operations) at the initial
stages of the lending programme, to facilitate the proper consolidation of the
mechanism. However, should the PMls prove to be an unworthy meilium for a
successful implementation of the Scheme, a review of their relevance and ultimate
replacement may be not only desirable but necessary". This last sentence is most
uncharitable of the FMBN and shows the disdain and contempt of the FMBN to the
PMls, while forgetting, the bank cannot be absolved of many of the problems of the
PM!s which the bank in its wisdom and great prudence licensed"
In pursuance of the objectives of reviving the activities of the PMis and creating a
better and corilial workjng relationship between the PMis and the FMBN, a
memorandum/ position paper titled "Primary Mortgage Institutions Operation s:
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Suggestions for Improvements" was submitted to MBAN which forwarded a copy to
the FMBN on 28th February, 1997. Although, FMBN completely ignored the contents
of the position paper, the suggestions contained there, with slight modifications,
remain valid as at the time it was first written. Time has vindicated and honoured the
principled stand of MBAN as the association has been rehabilitated, restructured and
stands strong now duly recognized by the CBN; the Chartered Institute of Bankers of
Nigeria; the FMBN; the FMHUD and is now a member of many organizations including
the Association of Housing Corporations of Nigeria [AHCN].
Mortgage Business
One of the things that inhibited the growth of the Federal Mortgage Bank and that of
the Primary Mortgage Institutions was the definition of mortgage business in the
Mortgage Institutions Act 1989. This definition placed a lot of restriction on what
mortgage banks could do. The Statutory Instrument [SI] 1996 made pursuant to the
provisions of National Housing Fund Act, 1992 made matters worse. The obnoxious
provisions of this instrument suffocated the PMl[s) in their efforts to access the NHF.
The transfer of the licensing and regulation of the PMI[s] to the CBN in 1997 was a
welcome relief.

Under the supervisory and regulatory authority of the CBN, Mortgage Institutions and
Mortgage Business are very clearly defined in the Mortgage Institutions Act, 1989 and
the Guidelines issued by the Central Bank of Nigeria effective August, 2002. The 2002
CBN Guidelines is a comprehensive paper on licensing operations, prohibitions,
conditions for revocation etc. of PM!s. The said Guidelines specify the following
statutory and regulated roles for mortgage institutions:
"Mortgage Institution and Mortgage Business are defined in the Mortgage Institutions
Act of 1989 and the Guidelines issued by the Central Bank of Nigeria effective August,
2002 as thus: A primary mortgage institution (inclusive of State Government owned
Mortgage Institution) is a Company licensed to carryout mortgage business and such
business includes:
•
•
•

Accessing the National Housing Trust Fund (NHTF) subject to
certification by the CBN.
Granting loans or advances to any person for the building,
improvement or extension of a dwelling/ commercial house.
Granting loans and advances to any person for the purchase or
construction of a dwelling/commercial house.
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Acceptance of savings and deposits from the public and paym ent of
interest thereon.
Managemen t of pension funds/ schemes.
Offering of technical advisory services for the purchase/ construction
of a dwelling house.
Performing estate management du ties.
Offering project consul tancy services for estate management.
Engaging in estate development through loan syndication, subject to
the restriction imposed by the shareholders fund unimpaired by
losses.
Engaging in property trading including land acquisition, development
and disposal.
Engaging in other activities, which the CBN may approve from time to
time"

The above definition and the functions compares with that made by the Nigerian Stock
Exchange in the publication titled "Listing Requirements for Property Companies and
Mortgage- Backed Securities and Secondary Market Trading Activities"
The PMis deal directly with individual mortgagors as the first lending transactions
between mortgages and mortgagor. The PM!s include mortgage companies, savings
and loans organizations, deposit money banks and any other financing company
licensed to do mortgage business". There are other non-statutory, non-regulated roles
which PMis on a self regulatory basis are expected to play.
To participate in secondary mortgage transactions by acting as major originators of
loans and mortgages through creation of securities needed for trading; serve as
conduits for packaging collaterals for trading in the Stock Market (SM); and act as
servers by being responsible for loan administration and collateral protection of the
underlying mortgage assets as this is the key to the success of the secondary market.
National Housing Fund Act, 1992 and the National Housing Fund
The National Housing Fund Act, 1989 is one of the relevant laws that form the basis of
the structure of the mortgage industry. For mortgage transactions, a long-term
loanable funds at interest rates lower than the open market is a must. To meet this
particular need, the National Housing Fund [NHF] was legislated into existence by the
National Housing Fund Act, 1992. The Fund was to be a reservoir of a pool of large
funds loanable through PMI[s] to the contributors tQ the Fund.
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The difficulties inherent in the National Housing Fund Act have been looked into
closely and amendments have been suggested. Among the proposals made by the
Presidential Technical Committee are the conversion of the Fund into a Trust Fund
with a Board of Trustees whose compositions ensures representation of all
stakeholders. The fund will be administered by the Board of Trustees while FMBN is
the fund manager under the Trustees. Under the proposed amendment, contributors'
access to the Fund is made easier and more certain, even when they do not take any
mortgage. Provisions have also been made for the Fund to be used for estate
development loans so as to expedite the provision of mass housing all over the
country.
The provisions of the Act relating to lending to Primary Mortgage Institutions and to
individuals as well as the fixed interest rates have been liberalized and made more
benevolent.

V.

X-Ray of the Mortgage Industry

As a precursor to the x-ray of the Mortgage Industry, an assessment of the Primary
Mortgage Institutions by the CBN on pages 45 and 46 of the Central Bank of Nigeria
Annual Report and Statement of Accounts for the year ended 31st December, 2003
stated inter-alia; that the "performance of the primary mortgage institutions [PMis)
improved in 2003 relative to the preceding year. Out of eighty-one [81) PMis in
operation, seventy-two (72) rendered statutory returns to the regulatory authorities,
compared with 63 in the preceding year. Total assets/liabilities of the PMis stood at
NG4.4 billion, representing an increase of 17.0 per cen t over the level in the preceding
year. Investible funds available to the PMis were N36. 7 billion, compared with N2 l.5
billion in 2002. The funds were sourced mainly from increased deposit liabilities
[N32.8 billion) and accretion of capital and reserves [N2.7 billion], among others. The
major uses of funds included a reduction in long-term liabilities [N23.3 billion),
placements with Banks N2.4 billion), acquisition of miscellaneous assets [Nl.8 billion],
and foxed assets [Nl.5 billion)". It also stated that the DMBs accounted for 95.2 per
cent of the total financial savings, compared with 94.0 per cent in 2002. Other
depository institutions, including the PMls, life insurance funds, the Nigerian social
Insurance Trust Fund [NSITF) and Community Banks held the balance of 4.8 per cent.
The Report did not make any comment on the Federal Mortgage Bank of Nigeria which
for all practical purposes is a Housing-Mortgage Development Bank. An x-ray of the
mortgage industry in Nigeria should be made by looking at the performance of
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primary mortgage institutions under the licensing, supervision, co-ordination and
oversight authorities namely, the Central Bank of Nigeria, the Federal Ministry of
Housing and Urban Development as well as the Federal Mortgage Bank of Nigeria. Such
an appraisal should also look at their statutory and regulated, as well as their nonstatutory and non-regulated roles against the backdrop of best corporate practices
and the realities on ground.
The reality is that the only thing that for now can be effectively operated is primary
mortgage. The operation of secondary mortgage transaction is not yet feasible. Even
in primary mortgage operation, there are limitations imposed by the inability of PMI[s]
to source funds outside the NHF.
Challenges of the Mortgage Industry in Nigeria
The mortgage industry in Nigeria is faced with many challenges which must be
surmounted for the sector to move forward. Notable among these are:

•

•

•

•

Inadequate capitalization and unsustainable financial flows leading to
instability. MBAN in its self-regulatory role of its members is
proposing a new capital base of i't500m. The unconfirmed proposal of
the CBN to raise this to~ lbillion would cripple the PMI[s) and paralyze
the mortgage industry. Access to home-ownership through mortgage
will continue to be elusive except primary mortgage institutions are
empowered with large and varied sources of pooled funds which will
enable them create a vast array of affordable mortgage facilities.
The sustainability of the flow of the long term funds could be
guaranteed through the operation of secondary market transaction
whenever the environment is conducive to such operation.
Improvements in the nature, administration and management of the
National Housing Fund so as to ensure greater inflow of funds through
acceptability by the entire citizenry.
In addition to the FMBN having the powers to raise bonds, the primary
mortgage institutions should be allowed to engage in the issuance of
bonds; amendment to the Employees Housing Scheme [Special
Provisions] Decree 5 of 1979, which provides for employers with more
than 500 employees to develop Staff Housing Scheme for their
workers: so that instead of physically building houses they should
make such annual financial contribution to FMBN to enable it lend
same to both Real Estate Developers and PMI[s]. Thus such pooled fund
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•

•
•
•

•
•

•

•

•

•

•

would be managed by FMBN.
The restructuring of the Federal Government Staff Housing Scheme so
that its fund shall be vested in FMB for disbursement to PMI[s].
Access to pension funds, which administration is new and is being
studied.
The utilization of funds belonging to NSITF.
Unclaimed dividend funds which remain unclaimed for 10 years and
above should be released by various companies to FMB .
50 per cent of the monies allocated for poverty alleviation .
All funds generated from the disposal of the landed property of
Federal Government throughout the Federation.
ot less than 25 per cent of the "Windfall" monies from the sale of
excess crude oil.
Federal Government meeting its obligations under Section 14[l][a] of
the Federal Mortgage Bank of igeria Act 1993: "the Mortgage Bank
shall maintain a fund which shall consist of such sums as may, from
time to time be provided by the Federal Government for the purpose of
this section byway of grant or loan or otherwise".
Funds obtained from the increase in the share capital and
diversification of ownership structure of FMBN so as to accommodate
the private sector.
With the unutilized funds of the Small and Medium Industries Equity
Investment Scheme [SMIEIS] s tanding at ~l 2.66billion as at December,
2003. 50.0 per cent of the fund should be set out annually and
deposited with the FMBN for disbursement to Real Estate Developer
and Primary Mortgage Institutions.
Lack of financial and political will on the part of Government

The lack of financial capacity manifests in the inability of successive governments to
contribute the required share capital and adequately fund housing organizations. In
some years, there was no budgetary allocation to housing. The political will of
successive governments for the implementation of home ownership through
mortgage has been lackadaisical. Housing Development and home ownership were
absent in the political slogan of past governments. So neglected and unimportant was
housing that it was not accorded any priority in the listing of the now defunct
Petroleum Trust Fund. As for VISION 2010, it had "no vision" and "no dreams" for
housing. Hence, it was mentioned only in passing in the report. The recently held
political conference did not even mention housing.
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Lack of a uniform underwriting system. For successful mortgage
operations this is a must. It is the key to the success of both the
secondary and primary mortgage transactions.
Dearth of experienced professional in the field of Mortgage Banking.
This situation has seriously affected the industry as management of
the primary mortgage institutions fell into the hands of persons who
were experienced in commercial banking only. This is a serious
handicap. However, the Chartered Institute of Bankers in
collaboration with MBAN has introduced a diploma course in
mortgage banking.

Lack of good corporate governance.
Some directors, management staff, their cronies and proxies brazenly partake of
insider dealings and openly steal and loot shareholders' funds.

•

Overwhelming and unequal competition in deposit mobilization.

The Banks and Other Institutions also outclass the PMI[s) in the interest rates they
offer.
•
Mismatch of funds.
There are limited long-term funds such as pension funds/ schemes. Mobilization of
such funds has been usurped by Insurance Companies and the laws establishing such
funds and schemes do not allow their managers to invest in PMls.
•
Inability to conceptualize, conceive and develop new product ideas
etc. In most cases, the unimaginative PMis replicate competitors.
•
There is the limitation imposed b y single obligor rules/ regulations
vis-a-vis minimum capital requirement.
There is the need to review this upwards to allow for flexibility in the quantum of loans
to be made and received by mortgage banks;
•
Support sometimes translated into patently manifested political will.
Sometimes political support and will become loopholes for undue
political and financial interference and rascality.
•
Lack of Deposit Insurance for Funds at the PMis.
•
The temptation to combine financial/mortgage risk management with
that of construction risk in being also a developer.
•
Lack of sufficien t number of houses and lack of cheap building
materials.
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•

Lack of incentives and subsidies.

The Conflicting Role of Supervising Ministries and Agencies
There is a general tendency for the supervising Ministries to either be in competition
with the parastatals under them and/ or attempt to obstruct them in the performance
of their duties. In 1975, the Federal Ministry of Housing, Urban Development and
Environment was created and it existed for a brief period. It was charged with the
responsibility of initiating and co-ordinating policies in housing related areas.
However, in 1978, the nomenclature of the Ministry was changed to the Federal
Ministry of Housing and Environment, but retained the original 1975 mandate. Soon
after, it was scrapped with the demise of the Civilian Administration in 1983. Again
and only recently, the Federal Minis try of Housing and Urban Development was
established. By the time the Ministry was in existence for a little over one year, it
became doubtful if the policy direction b eing pursued by the Ministry was in line with
the Charter establishing it. The said charter/letter spelt out in great details the
mandate of the Ministry and conspicuously absent from the Presidential Charter was
direct construction of houses by the Ministry.
•

Inadequate legal environment. The archaic laws, which need to be
reviewed prevent, inhibit and completely stifle the operations of the
primary mortgage institutions and the FMBN.

The legal environment for all types of mortgage transaction was a jungle of obstructive
laws and regulations which n eed to be reviewed for more effectiveness and
enforceability. The laws reviewed by the Presidential Technical Committee on Urban
Development and Housing and sent for enactment into laws through the appropriate
Ministries are:
Land Use Act, 1978
*
National Housing Fund Act, 1992
*
Mortgage Institutions Act, 1989
*
Federal Mortgage Bank of Nigeria Act, 1993
*
Trustees Investment Act, 1962
*
Nigeria Social Insurance Trust Fund Act, 1993
*
Insurance Act, 2002
*
Investment and Securities Act, 1999
*
The Federal Housing Authority Act, 1990
*
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In enacting these bills into law, they must be made simultaneously and together

without leaving any out. This is to avoid the confusion caused by the out-of-time
sequencing of the Federal Mortgage Bank of Nigeria Act, the Mortgage Institutions Act
and the National Housing Fund Act.

VI.

Conclusion

This paper has x-rayed the mortgage industry in Nigeria. The result shows that the
industry has not performed we!J over the years. Whereas the situation is lamentable, it
is not irredeemable. The practical implementation of the solutions to the problems
that have been identified is not beyond the dogged determination of the Nigerian
technocrats in both the public and private sector.
Given the various reforms being implemented consequent on the Housing and Urban
Development Policy 2002; the signpost indicates that the country is about taking a
quantum leap forward in implementing sustainable solutions to the problems faced
by the mortgage indu stry. This is so because there is now in place the following:
•
The robust and rigorous political will.
•
A Ministry of Housing that is ready to move in tandem with the
provisions of the 2002 National Housing Policy, and fully co-operate
with all stakeholders;
•
Emerging large and megabanks from the banking reforms awash with
volumes of cash to invest;
•
The crashing and continuing "down-turn" of interest rates;
•
An effective, strong and innovative MEAN ready for self-regulation
and whose members are ready to play active roles in both primary and
secondary mortgage transactions;
The existence of REDAN, Public-Private Partnership [PPP] and
•
BUMPAN;
A National Assembly that is responsible and anxiously waiting to act
•
and enact the Nine (9) Bills that are yet to be sent to them into law and;
And an anxious Nigeria populace that has fully accepted the NHF and
•
the FMBN and is eager to benefit and be proud home owners through
mortgage.
Our joyous acclamation from now should be to "Every Nigerian: A Home through
Mortgage".
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ANNEXl
Information Brochure
Building Materials Producers Association Of Nigeria (Bumpan)

"Promoting Appropriate Strategy for Large Scale Domestic Production of Building
Materials and Components for Mass Housing Delivery"

PREPARED BY THE PRESIDENTIAL TECHNICAL COMMITTEE ON URBAN
DEVELOPMENT AND HOUSING IN COLLABORATION WITH THE FEDERAL
MORTGAGE BANK OF NIGERIA (FMBN): 4m MARCH, 2004
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Appendix 1: Registration Form
1.0
Background Information
A major issue in the current housing policy of Government is the expectation from the
national program of action that Nigeria will be self-sufficient in the production of basic
building materials and components by the Year 2015, thus stemming the
indiscriminate importation of such products.
Pursuant to the implementation of the housing policy, the Presidential Technical
Committee on Urban Development and Housing has, in the last two years, been
identifying and putting together major Institutional Stakeholders whose services
must necessarily be coordinated and networked to ensure effective implementation.
A forerunner to the birth ofBUMPAN, the latest institutional stakeholder, was the oneday Stakeholders' Forum held on 24'h September, 2003, where the major decision
taken was the formation ofBUMPAN.
The objective, therefor e, is to mobilize and sensitize Small and Medium Domestic
Producers of Building Materials and Components in Nigeria to the great challenges and
enormous economic potentials that the current housing policy offers.
The services that will be offered by the Network, specifically, for members of BUMPAN
include the following, among others:
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(i)

(ii)

(iii)
(iv)
(v)
(vi)

Project identification and selection
Preparation of business plan
Funding from Bankers' Committee (SMIEIS) and other sources
Certification of quality of materials/products
Capacity building and training
Creation of domestic market for products

Identified major stakeholders include the following:
(i)

Federal Ministry of Housing and Urban Development (FMHUD)

{ii)

Industrial Development Centres (JDC), Federal Ministry of Industry

(iii)

Nigerian Building and Road Research Institute (NBRRI)

(iv)

Standard Organization of Nigeria (SON)

(v)

Raw Materials Research and Development Council (RMRDC)

(vi)

Small and Medium Enterprises Development Agency of Nigeria
(SMEDAN)

(vii)

Federal Mortgage Bank of Nigeria (FMBN)

(viii)

Bankers' Committee (SMIEIS)

(Lx)

Real Estate Developers Association of Nigeria (REDAN)

(x)

Building Materials Producers Association of Nigeria (BUMPAN)
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2 .0 . SERVICES AVAIIABLE TO BUMPAN

-

IDC: Project identification and selection; preparation of business plan,
capacity building and training; advise on sourclng of ma(hincry, etc.

NBRRI: Carry out qualification of tests for certification b)' SON; capacity

s

building in terms of training of artisans and technological transfers.

E
R
\'

Bankers' Committee: Fundmg through Small and Medium Indusrries Equity

I
C
E

Investment Scheme (SMIEJS)

s

A
V

B

u
M
p
A
N

A
I
L
A

I

---i
'--

SON: Standardization and certification of building materials and components

SMEDAN: Serving as vanguard and focal point for the promotion of Small
and Medium Enterprises

B
L

E
T
0

-l

RMRDC: Project identification and selection, preparation of business plan

-

REDAN: As estate developers, they will create the national market for the

B

u
M
p
A
N

building products produced by members of BUMPAN

FMBN: Provides estate development loans to estate developers to buy
'---

building products produced by members of BUMPAN for de,·eloping of
estates

l _ _ j FMHUD: Policy formulation, co-ordination, supervision and monitoring
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ANNEX 1 CONTD.

Checklist of Investible Projects For SME Adaptation
Building Materials Classification and Associated Small And Medium Scale
Industries
GROUP I:
Struc tural Cla
Concrete G sum Sand Stone and Plaster
Products:
(1)

(2)
(3)
(-!)
(5)
(6)
(7)
(8)

(9)
(10)

(11)
(1 2)

Concrete Bricks and Blocks
Cement from Limestone
Cement Stabilized Clay Bricks
Burnt/Red Bricks
Sand Whitening
Quarrying/ Stone Crushing
Concrete Pipe
Concrete Slabs and Cinder Blocks
Dry MLxture Concrete in Bags
Plaster of Paris and Plasterboard
Marble Slabs and Polishing
ClayTiles

GROUP 11:
Work Tools and Implements :
Shovels an I Trovels
14)
Diggers/H, rnmcrs

, 13)

GROUP m:

(15)
(16)
(17)
(18)

(19)
(20)

Primary Metal Products:
Keys, Locks and Hinges (otherwise known as building harewares)
Steel Works and Rolling (5,000 Ton Plant)
Wire Nails
Bolts, Nuts and Screws
Galvanized Steel Pipes
Steel Cast (Foundries)

GROUP IV: Roofing Products :
(21)
Saw Mills and Planning Mills (general) rough sawing of logs, hard wood,
parquent floors, Rafters, Lumber seasoning etc.
(22)
Roofing Tiles
(23)
Wall Board from Bagasse
(24)
Asbestos Wooden Sidings

Ebie

(2 5)

Asbestos Cement Sidings

GROUP V: Flooring Products :
(2G)
Asphalt FloorTiles
(2 7)
Asphalt Paving Materials (Black Top)
(28)
Rubber Floor Tiles
(29)
Vinyl Floor Tiles 30, Fibre Board
GROUP VI: Floor Covering Mills :
(30)
Carpels, Rugs and Mats
GROUP VII: Fabricated Strucnrral Wood Products :
(31)
Flush Door and Veneers
GROUP VIII: Materials and Fixtures Not Classified:
(32)
Plant (general) and Varnishes
(33)
Bathroom Water Boiler
(3-l)
Porcelain Enamel Ceramic Wares (Bathroom & Toilet Wares)
(3 5)
Fibre Base Toilet and Bathroom \!\'ares
(3G)
Shee t Glass/Louvre Cu tt ing
(3 7)
Aluminium Window and Door Fram es
(38)
Household Furniture
(39)
Foam Mattresses
(-10)
Mirror Manufacturing and Resilvering
Kitchen Cabine ts
(4 l}
(-12)
Light Bulb Assembly Plant
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ANNEX I CONTD.

Some Local Building Materials in Nigeria
S/N

BUILDING

BUILDING MATERIAl.S

RAW MATERIAl.S

REMARKS

Foundation

Soil, Concrete

C

Building Frame

· Structural Steel, Rolled Steel
joist
• Reinforced concrete (columns
and
beam s)
· Sandcrete Blod,s
· Fired clar bricks/blocks
· Sun-dried blocks (Adobe)
- Cement stabilized blocks
· Stonecrete blocks
• Natural Polished Stones
· Mass Concrete (Ground Floor)
· Reinforced Concrete with
I lollow Clar Pots

Soil Profile Sand, Cement,
a22re2ates
· Iron ore and rela ted
materials
· Cement, aggregate, sand,
s teel reinforced

COMPONENT
l.
f-----

2.

3.

4.

Walling

Floors

· Timber Floor
5.

6.

Roofing

Ceiling

• Th atch (Ru ral Housing)
· Corrugated Asbestos
· Alu minium and Alu-Zinc Sheets
· Steel/Zinc Sheets
· Fibre concrete roofing tiles and
s heets
· Roof Trusses
• Ceiling Board
· Partial Board
· POP Ceiling Board
-Woodwool

7.

Doors and Windows

· T imber, Plrwood, Steel and
Aluminium Frames
• Sheet Glass

8.

Finis hes

· Mortars
· Paints
· Terraz zo
· Concrete Ceramic Tiles
· PVC Tiles

9.

Services

· Sanitary Wares Pipes
· Electrical Fittings and
Annliances

Note : C - Conventional Building Materials

· Cement, Sand
· Clar
· Clar
- Clar, Cement
· Stone, Cement
· Rocks and Stones
· Cement, sand, aggregate
(steel mesh optional)
- As above with s teel
reinforcement
- As above with clar pot
· Timber s heets and ioist
- Leaves
- Asbes tos
· Aluminium and Zinc Allors
· Iron, Zinc
· Cement, Sand
vegetable/chemical fibre
· Timber, steel, angle and
channel irons
· Asbes tos
· Woodwool
• Cement
· Wood Particles , Cement
· Clar (Kaolin) Binders
· Wood Shavin2s Binders
• Timber, Steel and angle and
channel iron (iron ore and
aluminium)
· Silica
• Soft s and, cement
· Pozzalanas, sand cement
· Lime, sand,cement
· Appropriate chemicals
aluminium s tearate, titanium
oxide, cement, extenders and
pigment etc.
· Aggregates, cement,
pigment, polishing
· Ceramic Clars. Mortar
· Pohvim· rhtoride
· Ceramic, Galvanised
· Galvanised and Plas t ic
Conduit Pioes etc.

A - Alternative Building Materials

1c
C
C

CIA
A
,\

A

C
C
C

A
A
A/C
C
C
C
A

A/C
C
C
A
A
C
C
C
A
A

C

C
C
C
C
C
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ANNEX 1 CONTD.
Typical Profile as Guide To Business Plan Preparation
FIBREBOARD
Product Description

This fibre board is composed of wood fibres or wood pulp. The boards are produced
four feet by eight one-half inch thick. Other lengths and thicknesses can be produced
if desired.
A.

General Evaluation of Prospects

The principal material required for this product is wood and it is available in the
country. The prospects for the sale of this product will depend on the amount of
building construction within the country, the design of such construction and if other
suitable materials are available at a lower cost. Where an active building construction
program exists and fibre boards are used in such construction, the prospects for this
plan would be very good.
B.

Materials Aspects

Users
The principal use of this product is for the construction of new buildings and for the
repair of the interiors of old buildings. It can also be used as cores for veneered wood
for furniture.
1.

2.
Sales Channels and Methods
The plant would sell direct to building construction contractors, to building materials
supply houses where partitioning is required.
Geographical Extent Of Market
Domestic: Since this product is flat and only one-half inch thick it is usually
packaged for long shipment in bundles of twenty which can be easily handled and
required only 4' x 8' x 1 ½ of space.

3.

(a)

Export: This plant should be able to export to nearby countries that use this
product and do not have a plant producing fibre boards.

b)
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4.
Competition
(a)
Domestic Market: lfno other fibre board plants existed within the country the
only competition would be from other products used for the same purpose. If other
products produced locally were as suitable for construction purposes and could be
produced and sold cheaper than fibre boards, this plant could not compete. A survey
of existing locally produced cons truction products should be mad e to determine the
competition aspects.
Export Market: This plant, if operated efficiently, could compete with
imported fibre board.

(b)

.

5.
Market Needed For Plant Described
The market need cannot be measured in terms of the population of the country. The
market for fibre board will depend on the volume of building construction within the
country, the volume of repair of old buildings and the use of fibre boards by industry.

Conclusion
The expectation is that when BUMPAN is put in place it will be in a formidable position
to get hooked to the 1'ETWOR1': of other Institutional Stakeholders to afford it,
members the opportunity to benefit from the various services, the stakeholders will
offer to enable them strengthen and maximally improve their economic potentials.

